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 Abstract 
The main purpose of this paper is the comparative analysis of the Mediterranean Countries of 
European Union on economic and developmental level throughout the duration of their existence 
within the Union as well as during the recent year duration of the great economic crisis.  In the first 
part of the paper is a reference to the reasons for setting up this Union, the reasons for inclusion of 
each country as well as the rules and conditions set by the respective institutions of the European 
Union. In the next part, there is a historical overview of the European Union studying the Treaties (in 
chronological order), the enlargement of the Union, the adoption of the common currency and the 
great crisis of 2008 and its effects. In the third part of the paper, it is developed a comparative case 
study of the six (6) Mediterranean countries (Cyprus, Greece, Italy, France, Spain, and Portugal) on 
various economic and development indicators. Finally, the fourth part draws conclusions about 
whether the expectations created by the establishment of the EU achieved over time. 
Keywords: European Union, European Mediterranean Countries, economic indicators, economic 
progress, economic crisis 
Jel codes: G00, G01, H61, H62 
 
1. Introduction 
Influenced by the United States of America, the powerful states – countries of the European 
continent decided to create the corresponding “United States of Europe” after the World War II in 
order to ensure peace and economic growth and development at a European level. But in order to be 
able to coexist in these states and then to integrate new members to the European level Union 
should from the outset define some rules that will invariably be respected by all state – members. 
These state – members, therefore, ought to be able to certify the stability as regards institutions 
guaranteeing democracy, the human right ensuring as well as respect for and protection of 
minorities (European Commission; Fritz, 2001). Some basic requirements for integration of the state 
– members in accordance with the European Commission are the free movement of goods, capital, 
labor as well as public procurement to ensure transparency, equal treatment and free competition. A 
structural change has been provided for the statistical services of the countries as well in order to be 
able to provide official unbiased statistics characterized by credibility and transparency and above all 
with respect to personal data. According to Heinemann (2000) a necessary element for the 
integration of a country into the European Union is the unanimous decision of the European Council 
as well as an absolute majority of the European Parliament.     
But, why is intended an enlargement at a European level and what are the benefits of such a 
partnership? Fritz (2001) has identified the reasons both to economic and political terms. The 
enlargement of the EU is a project with global political dimension and a step toward to lasting peace 
in Europe. Apart from the political dimension, there is also an economic one  and is based primarily 
on the potential for improving living conditions and living standards in the new-entered countries 
and also better conduct trade across Europe, which was improved through the customs union and 
the elimination of tariffs (Heinemann, 2000). This has resulted in the upgrading of countries, both 
internally by minimizing the unequal distribution of income and externally by improving relations 
with the other EU countries taking equal treatment. With the decision to join a country the EU and 
quite possibly the economic and monetary union (EMU) it has put some requirements which are 
primarily economic such as the annual deficit of the country should not exceed 3% of GDP. According 
to Antzoulatos (2011), with the entry of a country in EMU and the adoption of the common currency 
(Euro) in 1999 the autonomous monetary policy of each member stops to exist. Having, therefore, a 
common monetary policy which is set by the European Central Bank (ECB) is forcing each state – 
member to comply with and operate under specific rules. The fact that the ECB was created modeled 
on the German Bundesbank makes it an absolutely independent, credible and reliable authority. The 
ECB therefore operates under the inflationary policy, which means that avoids to cut money (unless 
it is an emergency) in order to keep inflation in low level and not to devalue its currency, Euro 
(Antzoulatos, 2011). 
In order to be able to survive, the EU should, among other things, be characterized by 
economic success. According to Konig and Ohr (2011) the economic success of state – members of 
the EU affected by the economic size of each member. On a theoretical level, the relationship is 
bivariate and is between the size of population and the economic growth. Based on their 
econometric analysis (Konig; Ohr, 2011) there are other factors such as the duration of membership 
in the EU, the level of economic development and the financing of the European Funds. As small is 
characterized a country which is not able to influence the terms of international trade and as a big 
one the exact opposite. While a distinction can be made based on the size of the population or the 
geographical area occupied by the country (Konig; Ohr, 2011). According to Jalan (1982) a state 
determined and classified as big or small after adding some indicators (population, geographical 
expanse, GDP). While Ward (1975) points out that small countries have a small number of population 
and therefore a limited number of workforce. At this point also come to agree Armstrong and Read 
(1998) underlining that specialization in high-intensity labor is harder in countries with a small 
number of population. The last 20 years, after the dissolution of the Soviet Union, the continent has 
witnessed a significant increase as the number of included countries became more than double (from 
12 to 27 members) and many small countries joined the European Union in the great enlargement 
(Konig; Ohr, 2011). So, Aguayo and Guisan (2004) conclude that there is a level of interdependence 
between two variables. Firstly, the population moves to employment and secondly, employment 
increases with production and population. There are many like Brig (1981) and Freeman (2001) who 
indicate that employment and population variables are interdependent variables in many countries 
as people move from one area to another to find jobs. This becomes even easier in European Union 
because of the free movement of labor (European Commission) 
 It was highlighted earlier that the European Union is influenced by the United States, but in 
comparison with the U.S, the EU is at a disadvantaged position as regards the mobility of the 
workforce, due to the multicultural and multilingual diversity, in not so that easy (Aguayo; Guisan, 
2004). At another point in which the EU is lagging compared to U.S is in employment and real wages 
(Guisan; Aguayo, 2007). The difference in employment rates reduced to the fact that the two 
compounds using different policies. The European Union aims to keep the rate of inflation low while 
the U.S aims to keep the rate of unemployment low. Therefore, to enable the EU, to compete in this 
sector the U.S., should develop economic policies to increase support to human capital, promotion of 
education and research and development (R&D) in order to achieve higher levels of wages and 
employment (Guisan; Aguayo, 2007). From their study results that the main variable to achieve 
higher employment rates and higher real wages is per capita GDP, so the economic policies should be 
directed to the increase of per capita GDP and production increase. With the main purpose of 
analyzing the results of industrial and commercial policy of the EU in relation with the economic 
growth, real wages and employment rates in some of the EU countries in the period 2000-2010 
Guisan (2011) concludes that the industrial policy of the European Union should be more effective to 
improve the development and the quality of life in EU, which is a key objective of the European 
Union (European Commission), and to avoid financial crisis. For the period 2000-2010 the EU policies 
have not shown enough support to industrial development and in accordance with the policy of 
opening to massive imports from low cost countries that are not usually subject to taxes and legal 
fees have caused industrial decline and economic problems in many countries of the European Union 
(Guisan, 2011). Correspondingly, Cowling (2011) notes that the industry of the EU should be gained a 
main role if Europe wants to remain a global economic leader.   
One of the fundamental goals of the European Community is the greater equality across 
Europe in both productivity and income. Therefore, various measures have been taken in order to 
achieve this goal (Cappelen et. al. 2003). For this reason, one of the key negotiations taking place 
before the accession of a country in the European Union is at what percentage will participate by 
providing and earning financial support from the respective funds of the EU, in order to transfer 
funds from most powerful countries on the weakest thus helping them to grow and move on a higher 
economic level (European Commission). The financial resources that are available to these 
development funds have been increased significantly (Molle, 1980; Molle; Cappellin, 1998). The 
results show that the economic consequences of the financial support is much stronger in developed 
environments (Cappelen et.al., 2003). Observed a more even regional income per capita in relation 
to the Second World War, however, this convergence seems to have slowed or has stopped after 
1980 (Fagerberg; Verspagen, 1996; Cappelen et.al., 1999). This applies particularly to countries that 
were already members in the decade of 1970. The Southern countries that joined the EU during 1980 
show a convergence trend. Mainly Spain and Portugal show greater benefit from their integration 
into the European Union (Cappelen et.al., 2003). According to Neven and Gouyette (1995) and 
Fagerberg and Verspagen (1996) most recent evidence come to challenge these perceptions by 
showing that the trend towards convergence to a halt in the early 1980’s. Thus, the structural funds 
of the EU had a major reform in 1980. The goal was to make the funds more effective to reduce the 
gap between developed and less developed regions and to strengthen the economic and social 
cohesion of the European Community (Cappelen et.al., 2003) 
The European Union itself has difficulties in managing the crisis than other developed parts of 
the world. Also, in the part of Europe that euro is the common currency is doubtful whether it would 
survive the crisis without losing any member (Bartha, 2013). In order to have sustainable 
development, there should be created and implemented a strategic policy. Although in the past, this 
has worked successfully in the European Union, there is a need to revise certain policies and 
practices for the future (Ziolkowska; Ziolkowski, 2010). The definition of sustainable development 
was first formulated in the report “Our Common Future” by the World Commission on Environment 
and Development (Brundtland Commission) conveyed the idea of a policy that “seeks to meet the 
needs and expectations of the present generations without compromising the ability to meet those 
of the future generations” (United Nations, 1987). The EU strategy for sustainable development, 
includes investments in human, social and environmental capital as well as technological innovations 
because they are the prerequisite for the long-term competitiveness and economic prosperity, social 
cohesion, employment quality and effective environmental protection (Ziolkowska; Ziolkowski, 2010) 
 
2. Historical Overview 
The European Union is not a fact of the recent years. The story begins immediately after the 
end of World War II and after the war events in Europe. The period 1945-1959 is characterized as 
“Peaceful Europe” and is the beginning of cooperation between European countries (European 
Commission). In 1951 the first Treaty known as the “Coal and Steel Treaty” was signed in Paris 
between France, Germany and the Benelux countries (Belgium, Netherlands, Luxembourg) and its 
main purpose was to eliminate barriers of buying coal and steel products (Mousis, 2011). In the same 
year the six founding state – members established the European Economic Community. These sic 
countries are Italy, France, Germany, Belgium, Luxembourg and the Netherlands (European 
Commission. Just six years later, in 1957, signed the Rome Treaty establishing the European Atomic 
Energy Community, known as Euratom and sought to create a common market in nuclear materials 
and the elimination of nuclear legislation (Mousis, 2011). The next decade was characterized by 
economic growth and development. The first enlargement of the European Community was in 1973 
by which three new members joined the European Community (Denmark, Ireland and the United 
Kingdom) (Mousis, 2011) 
Within the next decade, the enlargement continued and in 1981 Greece the next member of 
the European Community and in 1986 the ten countries became twelve with the accession of Spain 
and Portugal (Mousis, 2011). This decade was marked by the collapse of the Soviet Union and the fall 
of the Berlin Wall, two events that have brought significant change at European level and beyond. 
With the collapse of the Soviet Union many small countries wanted to join the European Community. 
The next decade starts with the Treaty of Maastricht in 1992 and was intended to divide the effort of 
integration into two parts. So, two interrelates treaties were signed: the Treaty of European Union 
(TEU) and the treaty establishing the European Community (TEC). In 1995, three new members 
joined the European Union (Austria, Finland and Sweden) (Mousis, 2011). Just two years later, in 
1997, the Treaty of Amsterdam was signed by bringing huge changes because it was the first time the 
issues of immigration asylum and employment were referred. Within the same decade, the common 
currency adopted by some state – members and granting their monetary policy at the European 
Central Bank that operates in accordance with the principles of the German Bundesbank 
(Antzoulatos, 2011; Mousis, 2011). Among the countries that first adopted the euro was Spain, 
Portugal, France and Italy (European Union) 
From 2000 onwards starts a new era for the European Union as it is the period which marks 
the greatest enlargement as the fifteen (15) members became twenty-eight (28). More and more 
countries adopt the common currency and the two latest EU treaties took place, THE Treaty of Nice 
(2001) and the Treaty of Lisbon (2007). The purpose of the Treaty of Nice is to prepare the ground for 
the ten new members of the European Union and the Treaty of Lisbon has kept all the important 
elements of the European Union setting aside the secondary (Mousis, 2011).  Just a year later, starts 
the global financial crisis of 2008 due to the “red” mortgage loans of America at which Europe was 
greatly exposed. Some state – members have faced and continue to face this crisis not only in 
economic terms and the whole European Unions is pursuing various policies to address this crisis. 
Finally, for the first time, members of the European Union resort to lender of last resort, the 
International Monetary Fund (IMF). 
 
3. Case Study 
In the third part of this paper is developed a case study which introduces and studies the 
progress of the six (6) countries of the Southern Europe and particularly of the Mediterranean Area 
because these particular countries have faced - and still face – strongly the economic crisis of 2008. 
Although Ireland has also strongly faced the crisis of 2008, is excluded from the study as the main 
difference between Ireland and other countries is that its crisis started from the banks (private 
sector) and transferred to the state (public sector) while in Mediterranean countries we have the 
exact opposite, as the state moved the crisis on individuals. So, the case study is broken down in 
three subsections where nine economic indicators are presented with the existence of tables and 
graphs. Also, the progress of these indicators is presented in three different phases of the European 
Union. The first phase is the accession of a country in the European Union, as second phase is 
defined the adoption of the common currency (euro) and as the third and last phase is defined the 
period of economic crisis, from 2008 till 2012. If we would try to categorize these six countries into 
big and small countries, respectively according to Konig and Ohr (2011), Jalan (1982), Ward (1975) 
and Armstrong and Read (1998), then for all those reasons the “big” three countries are Italy, Spain 
and France while Greece, Cyprus and Portugal are among the “small” ones.   
3.1 Comparison of GDP, Government Debt and Deficit  
As it has already mentioned, one of the fundamental conditions of membership of a country in 
the European Monetary Union (EMU) is that its annual deficit of the country should not exceed 3% of 
GDP. Thus, countries that want to adopt the common currency and join the monetary union should 
obey  
Figure 1: Annual Deficit / Surplus as a percentage of GDP 1 
 
Therefore, it is observed (Figure 1) that all the countries during their existence in the Union 
trying to keep deficit near the limitations set by the regulation with some slight variations. Important 
also to mention is that some countries achieve to have also surplus during their existence in the 
Union such as Spain from 2001 until 2007 (just before the crisis), Cyprus for a two-year period (2007-
2008) while European Union and Eurozone appear to have surplus in 2000. From 2007 and 
throughout the duration of the economic crisis there is large deviation of 3%, with Greece 
mentioning the biggest deviation in 2009 which reaches 15.572% 
Since the debt of a country is defined as the accumulated deficits we expect to see a 
corresponding path at the government debt of these countries. It is known that countries, in order to 
facilitate the annual deficits, borrow either from the inside or from the outside increasing in this way 
both the debt and the future obligations to others.  
                                                          
1
 The statistical data for the creation of the figure were earned from the statistical data base of the World Bank 
http://databank.worldbank.org/data/views/reports/tableview.aspx# and the figure was created through excel 
software. All the tables are attached in Appendix. 
Figure 2: Accumulated Government Debt as percentage of GDP 2 
 
Therefore, it is observed (Figure 2) that the debt of each country increased periodically as the 
country advances constantly deficits on an annual base. The fact that for a few years Spain appears 
to mention surplus is also evident in the graphical display of the debt, as there is a downward trend 
with the minimum value recorded in 2007. The highest debt as a percentage of its GDP is appeared in 
Greece which in 2011 reaches 168.020% having already recorder the highest deficit two years ago (in 
2009 as mentioned above). According to the definition of sustainable development discussed at the 
beginning of the paper and delivered for the first time in the report “Our Common Future” (United 
Nations, 1987) should meet the needs and aspirations of the present generations without 
compromising the ability to meet those of the future generations. According to the financial 
information and in particular the debt and how it is configured, the next generation is already 
overcrowded as there is already overdraw. Even more difficult is predicted to be the situation that 
has not developed production sectors so as to become competitive and to be able to claim market 
share in the future. 
There have already been associated both the deficit ant the debt of each country as a 
percentage of GDP without illustrated the progress of this. The nest figure (Figure 3) shows the 
progress of GDP over time at a country level and at a European level.  
                                                          
2
 The statistical data for the creation of the figure were earned from the statistical data base of the 
International Monetary Fund (IMF) 
http://www.imf.org/external/pubs/ft/weo/2013/02/weodata/weorept.aspx?sy=1980&ey=2012&scsm=1&ssd=
1&sort=country&ds=.&br=1&c=136%2C423%2C182%2C132%2C174%2C184&s=GGXWDN_NGDP&grp=0&a=&p
r1.x=86&pr1.y=3 and the figure was created through excel software. All the tables are attached in Appendix 
Figure 3: Gross Domestic Product (Billion $)3 
 
According to data from International Monetary Fund, it is observed that GDP of each country 
has a great deviation from the Aggregate GDP of the European Union and Eurozone. We conclude 
that none of the six countries does have a large chunk of the Aggregate GDP in the Union. So, it may 
Italy, France and Spain consider to be the “big” countries but their GDP compared with the Aggregate 
GDP of the EU observe that neither they hold a large percentage of the total. What Cocozza, 
Colabella and Spadafora (2011) emphasize is that the reduction in the availability of foreign capital, 
imposed rapid adjustment of domestic demand, together with the collapse of exports led to 
significant reductions in production which has a direct impact in GDP. 
As mentioned above, these six countries are examined in three different period. To make that 
study possible, the corresponding averages of the economic indicators  have been calculated and 
with the help of sign conventions attempt to determine the improvement / deterioration in the 
indicator with the potential impact this may have on the economy and society. 
 
 
 
 
 
                                                          
3
 The statistical data for the creation of the figure were earned from the statistical data base of the 
International Monetary Fund (IMF) 
http://www.imf.org/external/pubs/ft/weo/2013/02/weodata/download.aspx and the figure was created 
through excel software. All the tables are attached in Appendix. 
 Table 1: Quote of the average of GDP, Government Debt and Annual Deficit / Surplus in three periods 
 
                                                          
4
 The sign indicates whether there is an increase or decrease in each index. In some cases the (+) increase may 
mean improvement (e.g GDP) and in other cases may mean deterioration (e.g Government Debt) 
5
 The statistical data of Cyprus for the period if integration in the Eurozone and the period of economic crisis 
are exactly the same because Cyprus adopted Euro in 2008 
6
 The n/a mark specifies that  no data is available on that period   
Country Indicator European Union Euro Area Economic Crisis 2008 
  Period Indicator Period Indicator Sign
4 Period Indicator Sign 
Cyprus GDP 
2
0
0
4
-2
0
0
7
 18,192 
2
0
0
8
-2
0
1
2
 23,968 + 
2
0
0
8
-
2
0
1
2
5  
23,968 + 
 Govern. Debt n/a
6 n/a  n/a  
 Deficit / 
Surplus 
6,232% -3,95% - -3,95% - 
France GDP 
1
9
8
0
-1
9
9
8
 1040,708 
1
9
9
9
-2
0
0
7
 1824,821 + 
2
0
0
8
-2
0
1
2
 2688,023 + 
 Govern. Debt 32,057% 55,895% + 74,595% + 
 Deficit / 
Surplus 
-3,851% -2,633% - -5,56% + 
Greece GDP 
1
9
8
1
-2
0
0
0
 91,295 
2
0
0
1
-2
0
0
7
 230,261 + 
2
0
0
8
-2
0
1
2
 299,834 + 
 Govern. Debt 56,963% 102,289% + 142,381% + 
 Deficit / 
Surplus 
-5,479% -5,843% + -11,439% + 
Italy GDP 
1
9
8
0
-1
9
9
8
 862,376 
1
9
9
9
-2
0
0
7
 1524,57 + 
2
0
0
8
-2
0
1
2
 2140,878 + 
 Govern. Debt 99,122% 90,558% - 101,641% + 
 Deficit / 
Surplus 
-4,832% -2,308% - -3,658% + 
Portugal GDP 
1
9
8
6
-1
9
9
8
 87,624 
1
9
9
9
-2
0
0
7
 163,504 + 
2
0
0
8
-2
0
1
2
 233,505 + 
 Govern. Debt 49,322% 51,350% + 89,390% + 
 Deficit / 
Surplus 
-4,047% -3,323% - -6,393% + 
Spain GDP 
1
9
8
6
-1
9
9
8
 495,155 
1
9
9
9
-2
0
0
7
 915,975 + 
2
0
0
8
-2
0
1
2
 1459,598 + 
 Govern. Debt 41,007% 40,977% - 51,099% + 
 Deficit / 
Surplus 
-4,447% 0,637% - -4,912% + 
European 
Union 
GDP 
1
98
0
-1
99
8
 6.036,491 
1
99
9
-2
00
7
 11.803,753 + 
2
00
8
-2
01
2
 17.127,903 + 
 Govern. Debt n/a n/a  n/a  
 Deficit / 
Surplus 
-3,586% -1,358% - -4,489% + 
Euro Area GDP  n/a 
1
99
9
-2
00
7
 8.666,448  
2
00
8
-2
01
2
 12.701,219 + 
 Govern. Debt n/a n/a  n/a  
 Deficit / 
Surplus 
n/a -1,451%  -3,890% + 
 By trying to understand in the integration of each country in the EU and the adoption of the 
common currency may helped each country separately, we observe that all countries are mentioning 
an increase of the GDP – firstly a greater increase and then at a slower pace – and even in the period 
of economic crisis. Also, we can notice that an effort is being made by countries to reduce their 
deficit and converge to 3% set by EU and also marking surplus (in some cases) as mentioned above, 
but during the economic crisis (2008-2012) deficits deviate again with worsening the financial / 
economic position of each country and have an impact on government debt. The government debt in 
its turn derailed during the crisis and makes the attempt of extricate the country from each position 
more difficult. 
3.2 Comparison of Unemployment Rate, Inflation Rate and Level of Lending Cost (Interest rate) 
With the integration of each country in the EU it is given automatically the ability to be treated 
as equivalent member and to receive the privileges that this Union may offer. One of these privileges 
is the ability of borrowing at very low interest rates such as Germany. Thus, countries that borrowed 
too expensive in the past, now they have the ability to borrow quite cheaply and utilize these funds 
for growth by investing both in human and technological capital as proposed by Ziolkowska and 
Ziolkowski (2010)). It is known from the macroeconomic formula of Keynes that the GDP is 
dependent variable, which depends on consumption ( C ), investment (I), Government spending (G) 
and net exports (NX) 
 
By expanding the formula: 
 
GDP defines Gross Domestic Product,  defines the autonomous consumption, c defines the 
marginal propensity to consumption, Y defines the income, t defines the tax rate,  defines the 
autonomous investment, h defines the elasticity of investment to the change of interest rate, r 
defines the interest rate, G defines the government spending on goods and services, TR defines the 
transfer payments, INT defines the interest of the government debt, Ex defines the exports and Im 
defines the imports.  
We conclude that there is a negative relation between investment and interest rate. 
Therefore, if the interest rates decrease, the total investment will increase and this will increase the 
GDP. Also, the increase in investment will be able to create new job positions and reduce the 
unemployment rate significantly.   
Figure 2: Government Bond Interest Rate7 
   
Through figure (Figure 4) the “privilege” of cheap borrowing becomes more obvious as we can 
see the fall of interest rates. More specifically, Greece and Portugal had the highest interest rates – 
21.5025% for Portugal in 1984 and 23.2725% for Greece in 1993 – reached a level of borrowing at 
the rate of 3.4375% for Portugal in 2005 and 3.5850% for Greece in 2005, many times lower than the 
initial. If these funds were used properly and had been invested in production, then the GDP of each 
country and their exports would have risen considerably and would have given them the opportunity 
to reclaim in the future an increasing share of the European market and constitute a higher 
proportion in total GDP, and at the same time reduce the high level of unemployment rate.  
                                                          
7
 The statistical data for the creation of the figure were earned from the statistical data base of the Econstats 
http://www.econstats.com/ifs/NorGSc_OAC21_M.htm  and the figure was created through excel software. All 
the tables are attached in Appendix 
Figure 3: Unemployment Rate as percentage of the total workforce8 
 
Given that ECB operates under the standards of the German Central Bank Bundesbank it 
seems logical to follow the same inflationary policy. More specifically, it aims to maintain a constant 
(relatively) levels of inflation, and not giving much importance to variances on the unemployment 
rate. Germany is still having engraved the inflationary consequences of the World War II, is trying to 
manage inflation considering the major implications of these memories. By the same logic, and the 
ECB leaves the unemployment rate to fluctuate and the variances are apparent in Figure 5 as we can 
see, that the unemployment rates have remained stable over time. There is a reduction from all six 
countries till before the beginning of the economic crisis in 2008 but this did not last for a long as 
from 2007 onwards rates begin to rise again. 
The Phillips curve illustrates the short-term inverse relation between the level of 
unemployment and inflation in an economy. According to the Phillips curve, we know that 
unemployment and inflation are inversely proportional amounts. If fighting inflation and 
unemployment were key objectives of economic policy as established after World War II, the Phillips 
curve showed that the achievement of a case is against the other. With the increase of the one, 
comes the reduction of the other. Our aim is to see whether this has been achieved in this case.  
                                                          
8
 The statistical data for the creation of the figure were earned from the statistical data base of the 
International Monetary Fund (IMF) 
http://www.imf.org/external/pubs/ft/weo/2013/02/weodata/download.aspx (the statistical data about the 
European Union were earned from the statistical data base of  World Bank 
http://databank.worldbank.org/data/views/reports/tableview.aspx# ) and the figure was created through excel 
software. All the table are attached in Appendix.  
Figure 4: Inflation Rate (%)9 
 
What is evident from the figure (Figure 6) is that the inflationary policy of the ECB, at least for 
the Southern countries that are analyzed – has failed. By trying to keep inflation in low level, it left 
unemployment to fluctuate, but the result is not the expected one. There is a fairly significant 
increase over time in inflation at all the six Mediterranean countries. The inflation in the Euro Area 
but also across the European Union dropped considerably from their initials and achieved to remain 
consistently low. Unfortunately, this is not what happened with the six Southern European Union 
countries where the gap between them and the European Union is chaotic. There is, therefore, the 
phenomenon of stagflation where there are high levels of both the unemployment rate and inflation 
– two inversely proportional amounts. This may be due to the fact that the funds borrowed by these 
countries were not exploited in such a way – through investments in production – to support the 
industrial development, but spent on consumption influencing prices and therefore inflation without 
having an impact on employment and on the reduction of the unemployment rate.   
Quite alarming is the fact that the proportion of long-term unemployment rate is equally high 
throughout the under examination period of these countries. Of course, there is a significant 
reduction in recent years during the economic crisis period, but this is not due to increased 
employment in the country but in labor migration to other countries.  
 
                                                          
9
 The statistical data for the creation of the figure were earned from the statistical data base of International 
Monetary Fund (IMF) http://www.imf.org/external/pubs/ft/weo/2013/02/weodata/download.aspx and the 
figure was created through excel software. All the tables are attached in Appendix 
Figure 5: Long-term Unemployment Rate as a percentage of the total Unemployment Rate10  
 
Although the EU has designed welfare, social cohesion and qualitative employment 
(Ziolkowska; Ziolkowski, 2010), this is one of the reasons for funding of new state – member, it seems 
that this was not something that succeeded perfectly in this case 
In table 2 (Table 2) below, it is observed that despite the adoption of the common currency 
indicators seem to converge to the target, which means that countries can borrow at low interest 
rates and the unemployment rates fall, with the beginning of the economic crisis in 2008 the scenery 
completely changes and inflation follows an upward trend which goes higher than the initial levels. 
Only at European level and at Eurozone level inflation remain low creating a gap of about 129.445% 
(compared with recording higher inflation on average with the Eurozone recording lower inflation on 
average)  
 
 
 
 
                                                          
10
 The statistical data for the creation of the figure were earned from the statistical data base of the World 
Bank http://databank.worldbank.org/data/views/reports/tableview.aspx# and the figure was created through 
excel software. All the tables are attached in Appendix 
Table 1: Quote of the average of Government Bond Interest Rate, Unemployment Rate, Long-term 
Unemployment Rate and Inflation Rate in three periods 
Country Indicator European Union Euro Area Economic Crisis 2008 
  Period Indicator Period Indicator Sign Period  Indicator Sign 
Cyprus Government Bond 
Interest Rate 
2
0
0
4
-2
0
0
7
 
4,8921% 
2
0
0
8
-2
0
1
2
 
4,60% - 
2
0
0
8
-2
0
1
2
 
4,60% - 
 Unemployment 
Rate 
4,596% 7,027% + 7,027% + 
 Long-term 
Unempl. Rate 
22,35% 16,32% + 16,32% + 
 Inflation 101,168% 113,153% + 13,153% + 
France Government Bond 
Interest Rate 
1
9
8
0
-1
9
9
8
 
9,6494% 
1
9
9
9
-2
0
0
7
 
4,3934% - 
2
0
0
8
-2
0
1
2
 
3,9421% - 
 Unemployment 
Rate 
9,097% 8,989% - 9,38% + 
 Long-term 
Unempl. Rate 
40,92% 38,51% - 38,17% - 
 Inflation 71,099% 96,079% + 109,518% + 
Greece Government Bond 
Interest Rate 
1
9
8
1
-2
0
0
0
 
14,3947% 
2
0
0
1
-2
0
0
7
 
4,4434% - 
2
0
0
8
-2
0
1
2
 
4,9884% + 
 Unemployment 
Rate 
8,300% 9,761% + 14,307% + 
 Long-term 
Unempl. Rate 
48,57% 52,64% + 45,72% - 
 Inflation 42,839% 96,849% + 116,754% + 
Italy Government Bond 
Interest Rate 
1
98
0
-1
9
9
8
 
12,8091% 
1
99
9
-2
0
0
7
 
4,5692% - 
2
00
8
-2
0
1
2
 
4,4968% - 
 Unemployment 
Rate 
9,28% 8,419% - 8,422% + 
 Long-term 
Unempl. Rate 
64,01% 54,69% - 47,12% - 
 Inflation 57,839% 95,42% + 111,715% + 
Portugal Government Bond 
Interest Rate 
1
98
6
-1
99
8
 
12,0504% 
1
99
9
-2
00
7
 
4,515% - 
2
00
8
-2
01
2
 
4,5225% + 
 Unemployment 
Rate 
5,978% 5,966% - 11,25% + 
 Long-term 
Unempl. Rate 
45,18% 42,21% - 47,83% + 
 Inflation 61,673% 94,704% + 110,25% + 
Spain Government Bond 
Interest Rate 
1
98
6
-1
99
8
 
10,7535% 
1
99
9
-2
00
7
 
4,4483% - 
2
00
8
-2
01
2
 
4,172% - 
 Unemployment 
Rate 
19,9591% 11,104% - 19,205% + 
 Long-term 
Unempl. Rate 
52,71% 32,39% - 29,95% - 
 Inflation 64,441% 94,183% + 113,996% + 
 3.3 Comparison of GDP and equal distribution of income 
According to Heinemann (2000), and Cappelen et.al (2003) Europe seeks greater equality in 
both production and income and primarily focuses on improving living conditions and living 
standards in new-entered countries. For this reason, EU tries through support packages to upgrade 
these countries both internally by minimizing the unequal distribution of income and externally by 
improving its relations with the other European countries. 
In order to study the equal distribution of income in a country we primarily use the Gini 
Coefficient. The relation which governs the coefficient is the following: 
 
That means that the coefficient ranges between 0 and 1. With the absolute equal distribution 
of income at 0 and the absolute unequal distribution of income at 1. It can also be expressed as a 
percentage: 
 
Given that the Gini coefficient measures the equal / unequal distribution of income it is 
necessary for the study not only to mentions but also to illustrate the per capita GDP. The figure 
below (Figure 8) and in association with Figure 3 (see page 9) which illustrates the GDP we can see 
both the progress of the economy and how the economy is distributed to the population (at equal 
distribution of income) thus, with the help of Gini coefficient we could actually see the deviation the 
distribution may present.   
It is worth to be noticed that both the GDP and the per capita GDP are expressed in dollars ($) 
and that is because there should be a common reference currency throughout the years. So, since 
euro came into force from 1999 onwards – and not at all the countries at the same time – and before 
that there were the respective national currencies, there should be a common invariant base – 
currency, that is why dollar ($) was chosen. 
 
European 
Union 
Government Bond 
Interest Rate 
1
9
8
0
-1
9
9
8
 
n/a 
1
9
9
9
-2
0
0
7
 
n/a  
2
0
0
8
-2
0
1
2
 
n/a  
 Unemployment 
Rate 
10,20% 8,751% - 8,756% + 
 Long-term 
Unempl. Rate 
43,99% 42,10% - 37,76% - 
 Inflation 9,85% 2,49% - 2,471% - 
Euro Area Government Bond 
Interest Rate 
 n/a 
1
9
9
9
-2
0
0
7
 
n/a  
2
0
0
8
-2
0
1
2
 
n/a  
 Unemployment 
Rate 
n/a 8,723%  9,779% + 
 Long-term 
Unempl. Rate 
n/a 44,50%  40,97% - 
 Inflation n/a 2,098%  2,085% - 
Figure 6: Per capita GDP ($)11 
 
It is evident from the figure (Figure 8) that there is an increase in the per capita GDP over time 
and it follows a common path for all the six countries. As we can see in table 3 on the next page, 
there is a downward trend in the Gini coefficient from the first to the second period and an upward 
trend during the period of economic crisis. From the direction were excluded two countries. The first 
one is Greece which continues its downward trend in the Gini coefficient, while the second country, 
Portugal, follows the exactly opposite route which initially during the second phase shows an 
increase and then a decrease in the third phase. The decrease in the coefficient means the 
improvement of the existing situation and a more equal distribution as it goes closer to 0, which is 
the main goal. The fact that there is an increase in the coefficient during the third period is directly 
connected with the increase of unemployment rate. Despite the variances, the six countries continue 
to move in ranges really close to those of the European Union and Euro Area.  
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 The statistical data for the creation of the figure were earned from the statistical data base of the 
International Monetary Fund (IMF) 
http://www.imf.org/external/pubs/ft/weo/2013/02/weodata/download.aspx and the figure was created 
through excel software. All the tables are attached in Appendix. 
Table 2: Quote of the average of GDP, per capita GDP and Gini Coefficient in three periods 
 
 
4. Conclusions 
After a reference to the basic principles of the European Union and the European Monetary 
Union there was made a reference to the “rules” and the Union’s objectives. What followed was the 
historical overview in order to show the path followed by the European Union since the end of the 
World War II and the “Coal and Steel Treaty” until 2012 after major enlargements and the economic 
and not only crisis of 2008 that European Union faces. Apart from economic, this crisis proved to be 
also political and with a social impact on institutions. In the third part of the paper, nine different 
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 The statistical data for Gini Coefficient were earned from the statistical data base of Eurostat. All the tables 
are attached in Appendix. 
Country Indicator European Union Euro Area Economic Crisis 2008 
  Period Indicator Period  Indicator Sign Period Indicator Sign 
Cyprus GDP 
2
0
0
4
-
2
0
0
7
 18,192 
2
0
0
8
-
2
0
1
2
 23,968 + 
2
0
0
8
-
2
0
1
2
 23,968 + 
 GDP/cap 241111,72 28650,950 + 28650,950 + 
 Gini Coef
12 29,10% 29,80% + 29,80% + 
France GDP 
1
9
8
0
-
1
9
9
8
 1040,708 
1
9
9
9
-
2
0
0
7
 1824,821 + 
2
0
0
8
-
2
0
1
2
 2688,023 + 
 GDP/cap 18372,07 30241,220 + 42828,61 + 
 Gini Coef 28,80% 27,50% - 30,20% + 
Greece GDP 
1
9
8
1
-
2
0
0
0
 91,295 
2
0
0
1
-
2
0
0
7
 230,261 + 
2
0
0
8
-
2
0
1
2
 299,834 + 
 GDP/cap 8757,07 19526,580 + 26597,8 + 
 Gini Coef 34,30% 33,80% - 33,40% - 
Italy GDP 
1
9
8
0
-
1
9
9
8
 862,376 
1
9
9
9
-
2
0
0
7
 1524,527 + 
2
0
0
8
-
2
0
1
2
 2140,878 + 
 GDP/cap 15201,74 26304,100 + 35520,4 + 
 Gini Coef 31,80% 31,20% - 31,50% + 
Portugal GDP 
1
9
8
6
-
1
9
9
8
 87,624 
1
9
9
9
-
2
0
0
7
 163,504 + 
2
0
0
8
-
2
0
1
2
 233,505 + 
 GDP/cap 8730,39 15649,59 + 21967,71 + 
 Gini Coef 36,50% 37,10% + 34,70% - 
Spain GDP 
1
9
8
6
-
1
9
9
8
 495,155 
1
9
9
9
-
2
0
0
7
 95,975 + 
2
0
0
8
-
2
0
1
2
 1459,598 + 
 GDP/cap 12645,46 21501,27 + 31441,37  
 Gini Coef 34,30% 31,90% - 33,80% + 
European 
Union 
GDP 
1
98
0
-1
9
9
8
 6.036,491 
1
99
9
-2
0
0
7
 11.803,753 + 
2
00
8
-2
0
1
2
 17.127,903 + 
 GDP/cap n/a n/a  n/a  
 Gini Coef 29,80% 29,80%  30,70% + 
Euro Area GDP  n/a 
1
99
9
-
2
00
7
 8.666,448  
2
00
8
-
2
01
2
 12.701,219 + 
 GDP/cap n/a n/a  n/a  
 Gini Coef n/a 29,50%  30,30% + 
economic indicators were presented and a comparative analysis is made in three different periods 
depending on historical facts. Divided into three subsections, this paper demonstrates that the 
inclusion of a country in the European Union and the Monetary Union may help the country to 
develop and upgrade the living standards of course with the help of the country itself. With the 
proper utilization of support packages, a country can get access and work actively in international 
trade and claim an increasing share of the international market. If the funds are not used properly in 
order to strengthen and develop the country’s industrial activity, as happened with the Southern 
countries, but used to cover government expenditure rather than actual investment, when the turn 
of this country, to take the role of the sponsor with the inclusion of younger member in the Union, 
will come (such as after the collapse of the Soviet Union in 1989 and the great enlargements the last 
decade), then the country will  face great economic problems and a possible economic crisis like the 
one in 2008 which may collapse a country both economically and socially. Such a crisis was the one of 
2008 which affects the European Union till today, leading countries on the South to high level 
Government debt, annual deficits, unemployment, inflation and bringing the counties confronted 
with the phenomenon of stagflation.  
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